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USUN ATTN: U.S. DEL 23RD UNDP GOVERNING COUNCIL 

E.O.l 1652: N/A 
TAGS: UNDP.EAlD.UK 

SUBJECT: UNDP: U.S. INITIATIVES ON USE OF ACCUMULATED 
NON-CONVERTIBLE CURRENCIES 

REF: STATE 006774 

SUMMARY. UK WILLING SUPPORT U.S. PROPOSAL ON ACCUMULATED 
NON-CONVERTIBLE CURRENCIES IN PRINCIPLE BUT UNABLE CO- 
SPONSOR OWING TO CONCERN OVER SOVIET REACTION TO PROPOSAL 
AND EFFECT THIS REACTION MIGHT HAVE ON POSSIBLE DEVELOPING 
COUNTRY SUPPORT. END SUMMARY. 

1 . WE PRESENTED AIDE MEMOIRE AND DRAFT PROPOSAL ON USE OF 
UNDP'S ACCUMULATED NON-CONVERTIBLE CURRENCIES TO UN DEPT., 
FCO OFFICIALS JANUARY 14TH. THEIR INITIAL REACTION IS 
THAT UK WILL BE PREPARED TO SUPPORT U.S. INITIATIVE IF 
GENERAL CONSENSUS IN FAVOR IS REACHED AT GC MEETING. THEY 
PROMISED TO GIVE PROPOSAL FULL CONSIDERATION AND FORWARD 
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IT TO THEIR DELEGATION TO 23RD GC WITH THEIR RECOMMENDA- 
TION TO SUPPORT "IN PRINCIPLE.' 1 THEY SAID "GENERAL CON- 
SENSUS IN FAVOR" IMPLYS CONSIDERABLE SUPPORT FROM THE 
DEVELOPING COUNTRIES OR SOME SUGGESTION FROM THE USSR OF 
ITS ACCEPTANCE OF THE PLAN. THEY ASSUME, HOWEVER, THAT 
LATTER WILL NOT BE FORTHCOMING. 
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2. FCO OFFICIALS STATED THAT IN LIGHT OF PROBABLE SOVIET 
OBJECTIONS AND THE IMPACT THESE MIGHT HAVE ON DEVELOPING 
COUNTRY SUPPORT FOR PROPOSAL, UK WILL NOT BE ABLE TO CO- 
SPONSOR. THEY ASSUME SOVIET'S FIRST OBJECTION WILL BE 
OVER THE ILLEGALITY OF THE PROPOSAL UNDER SOVIET EXCHANGE 
CONTROL LAWS. THE SECOND IS LIKELY TO BE THAT SCHEME 
COULD BE PUT INTO EFFECT WITHOUT SOVIET GOVERNMENT 
APPROVAL. THEY FEAR THE SOVIETS COULD AROUSE CONSIDERABLE 
DEVELOPING COUNTRY OPPOSITION TO PROPOSAL ON BASIS UNDP 
"GOING BEHIND SOVIET S BACK." 

3. IN ITS INSTRUCTIONS TO ITS DELEGATION AT 23RD GC. 

FCO HAS SUGGESTED SAYING THAT UNDP SHOULD NOT CONSIDER 
NON-CONVERTIBLE CURRENCIES AS PART OF THE PROQRAM'S RE- 
SOURCES NOR SHOULD THEY BE TAKEN INTO CONSIDERATION AS A 
RESOURCE IN FUTURE PROGRAM PLANNING. INSTEAD, THESE 
CURRENCIES SHOULD BE PUT INTO A SPECIAL FUND WHICH WOULD 
"RECOGNIZE THEM AS WHAT THEY ARE, USELESS." 

4. WHEN PRESSED TO BE MORE FORTHCOMING, FCO OFFICIALS 
REITERATED THEIR SUPPORT FOR THE "GENEROSITY AND IMAGINA- 
TION" SHOWN IN OUR INITIAL PROPOSAL. THEY SAID THEY WERE 
PLEASED TO SEE THE SOVIETS AND OTHER NON-CONVERTIBLE 
CURRENCY DONORS PUT ON THE SPOT THIS WAY AND THAT THEY 
FEEL IT IS SIGNIFICANT THAT THE SOVIETS HAVE NOT FELT 
PREPARED TO REJECT THE PROPOSAL PUBLICLY. THEY ADDED, 
HOWEVER, THAT WHILE THIS NEW INITIATIVE WIDENS PRESSURE 
ON SOVIETS AND OTHERS, THEY SUSPECT FOR THAT REASON THAT 
PROPOSAL MIGHT BE SEEN TO BE "MAYBE A LITTLE TOO SMART." 
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THEY REITERATED, HOWEVER, THAT IF DEVELOPING COUNTRY 
PRESSURE CAUSES SOVIETS TO BACK DOWN, UK WILL WHOLEHEART- 
EDLY SUPPORT OUR INITIATIVE. 

5. IT WOULD BE EXTREMELY USEFUL IF DEPARTMENT COULD 
PROVIDE US WITH ANY INFORMATION WHICH WE MIGHT USE TO 
COUNTER ARQUMENT THAT PROOOSAL CONTRAVENES SOVIET EX- 
CHANGE CONTROL LAWS. THIS IS AN ARGUMENT TO WHICH UK 

IS FAIRLY SENSITIVE IN LIGHT OF ITS OWN EXCHANGE CONTROL 
REGULATIONS. 

ARMSTRONG 
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